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ORR RIVITW OF GOM!@NTS“
ON _"CONQMIC ESTTIUATIS IH HIlw33
25X1C ‘ ‘ A
m in comenting om NIE-33 ("Soviet Comtrol of the Buropean
Satellites » Beonoriie and Military Contritutions to Sovioet Power,

through Mid-1953"), questioned two estimntes and roquested evidemce for
several other estimates thersin on egomomic matters, 1/* CRR has reviawed
these. comments, Wl th spooial reference to the CRR contribution to NIE33. 2/
(BR conclusions aro as follows: :

1, N ;- substantial grounde for questioning tho cstimat>s made in
NiE.33 (paragraph 27) concaraing the engincering industrizs of the European
Satellites## '

(1) The estimate that the output of tho Burcpoar Satcllite
engincering industries in 1950 was about ono-helf the cutput of the Soviet
engineering industry was based on the ratio of the mumber of workers in the
Furopsan Satollite engincering industries to the mmber of workers in the
Soviet emgincering industry. This mothod is subject to the objections thad
the figures available on Soviot Bloc labor forces may not be imclusive and
that t:erc may be significont differcnces im tho productivity of labter as
betwesn the Snotellites and the Soviet Uniom, In order to be acceptable, am
estinate bagsed on these figurcs should therefore be consistent with onc that
cdn be derived fron evidonce om production,

# Tootnote references in arobic mmorals are to sources listed at tho end
of the xaeport _
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) I - ostixte in question was mot
conaigtent with tia cstimateos of production contained in Appendix B 4o
NIB-33., These estimotes were given for the production of sclected
cormodities 4n 1950 by the Buropson Satsllites, expresced as percentages of
Soviot production, Of these earmodities, 10 ars produced by the enginesring
industry (the 7 commoditles listed under the genoral heading "hchinery
Ttems,® plus 3 othersy "Heavy Electrical Machinery,” "Electwvon Tubos" and
ffloctrie Lanps '), 'I‘zw arithnotic avarage of the statod porceatoges for
those 10 angineering ywodusis is 42 pereent, This, however, docs not moam
that tho total output of the Satellite emgimcering industries in 1950 wos
42 percent of the cutput of the Soviet englnearing industry, Not all
enginesring prodncts wore included 4in the table, What is more lmportonmd,
the listed products are not of aqual significancs, :

{3) In order %o moet this sccomd objsetlon, it ig mesesgary to £ind
the walue of the output of eoch 1istod product for the Satellitos amd for the
USSR which, baing added, give the total walues of the listed products of the
engincaring induatries in the Satellites and in the USSR, s a rough measure
of the valus of each product, the IS dollar price for a comparable item has
beon vsed., By welghting tho cormodities in this feshiom, 1t hae been fourd

that the total value of the snginceriag profucts listed in A B was
loss than I billion dollarg for the Satellited ($931,150,000) ed almost

billiom dollava for the USSR (93,412,900,000). Thus, whon the ductes 1listed
in Appendiz B are comsidered according to thelr importance (as mensured by thelr
prices in US dollara), the output of the Satellite engincaring industries ia
1950 ie foumd to Bo abourt ome~quartor (27 poveant) of the cutput of the
engzineering industry of the USSR,

(4) Soveral englneering products wero omitted from Appendix B,
Parhaps the chief of these are ships, arms, mmitions, and airerofs, procieion
Angtrumente, and sgricultiral machincry other than tractors. Were those pro-
ducto inmcinded, it is mot likely that the ratio would be gltersd in favor of
the atellite engincewing industries, :

oans safe to conclude that the tota

Siae
‘th@ L o Ayl srap Ryle.
- L s o T .

25X1C b, [ cva2onz08 a1s0 the estimate 1n NIZ.33 that Gzochoslovakis
Dustern Germany, Hungary, ond Polamd axported to the USSR in 1950 about half
the total a output of their emgincering indnstries. The astimate refors,
apparently, to the ratio of axports to cutput for all four commtries taken
togother, The evidence on this quostion was nob presented in NE-33 and musi
be sought in the CRR contribution 4/ to that document., Even that contribuiior25X1C
doog not assemble all relevant evidemcs. Despite same geps in Information, it

deces, however, contain emough material to permit 2 judgment on tho correcstness

of the ptotement in WIE-

25X1C - 2
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: According to the OIL contritation to NIEw33, tho large
Cgachoslovaldan engincering industry provided in 1950 a surplns equal to

abeut 50 percent of total output, a proportion of which was agported

to other members of the Soviet Hloe, In effect, tho estimate made by

GiR wzs that half the total output of the engineering industry of Csochoslovakia
wag cxported in 1950, bat not to the WSE alome, While no attempt was mode in

the ORR contribution to break doun Cseshoslovalian exports of enpinccring

predutts according to their destination, 1t wos stated that substantial quantiiles
of particular engineering cormodities hed been going to the Satollites amd that
Csechoslomkia wns still axporting a significomt volume of imdustrial products to
the West, From this estimate 1t follows that conciderebly less than half of the
cutput of the Csechoslovakian engineoring industry went to the USSR im 1050, It

is possible firom the data in the (FR ocontribution to HIT-33 to got an indirest
meagure of the proportion of Ozechoslovakian enginsering output that wos exported
to the USSR in 1950, The Soviet Mnion ascounted for approximataly one-gquarter of
all Csechoslovalidan trade, about $200 million o year of both imports and exports,
Of this sum, approzimetely $60 million (3,106 million orowns) §/ in finished
industrial machine end metel products went to the USSR in 1950, 7/ The total
value of the output of the Czechoslovakian engincering industry in 1947 was eptimated
ot approximately $690 mililen (34,670,000 ercwns). 1950 production was much higher
for the selscted iteus on which estimites were made in the ORR contribution %o
WIE-33. Thus exports of the Cmochoslovalian engineering industry to the USSR were
no mere than 10 to 20 percent of the valne of the total output of the industry,
allowing for plon flexiiility in thoe above Plgurcs.t )

(2) Iast Gernany.

_ ~ The engincering industry of Mgt Germany, which is eompornhle in
slse and importence to that of Caechoslovakia, sends a considorably larger part
of its total ocutput to the USSR, The CRR eontribution to HIE=33 estimated Taat
Gernan exports under threec heedings = reparatioms, deliveries fram Soviet-ownsd
firms, and conmerciol transactions, The USSR received in 1950 about DM 1 Hllion
reparations deliveries from the engineering industry, 8/ ORR eotimat at the
USSR also received mest of the output of Soviet-owned cngincering firms in Tast
Germany, which hed a plammed production of DM 1.2 Mlllop in 1950, 9/ Thwe
cannercial channgls, Bast Gormany exported to the USSH in the Pirst 9 months of
1950 an estimated $70 million wrth of the products of its emgineering industry,
By projecting this figure over the last 3 montho of 1950 and converting to DM
st the official rate of DM 4 to 1, an eatimite is obtained of DM 372 nmillion for
the total value of cormarcial exports of engineering products from st
to the USSE, 310/ If it 1s assumed, as in the ORR contribution to NIE-33, that

¥ taile this conclusion seema - to follow firan the evidence in this documont, it
is a rother surprising conclusion, It leaves unacesunted for some $400 million
of engincering products im 1950 which were meither used doneatically nor sent
to the USSR, It 1s ot least questiomable whother the other Satellites and the
gzgg regaived from Czochoalovalkia in 1950 engineering products to the value of
; nillion, ' -
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almost all the producis of Sovioteowned englneering firts vwont to the USSR # an

estimato is obtained of DM 2.7 Mllion for the waluo of total deliveries of

engincering produets from Bist Gormany to the USSR, On this bBasis the wolus of

the total output of the Eset Garmem engincering industry in 1950 was DM 5.2 billion,
AN IR ) R gy LG LIRS g S 2N ¥4 3 e DI _tOHa Kagy

Lavlt BOCONG ONQeli 1 AL ottt of | £

ZaMi=al ?‘“_‘IE

_ Hmgary has a comsideradly smaller engincering industzy than
Czechoslovakia ond Bast Germany, "In genoral, the (Hmgariasn emgipoering) ine
duatzy is gearoed to tho export morket, the major share of production going to
the USSR and the other Satcllites,.” It le diffiealt to apportion these e
ports betusen the WSR and the other tes. Accarding to the (BR eontributlon
to Hif-33, "almost all produstion of the elsctrotochnlcal industry ... is exportad
to the USSR and constifutes probebly as much as 20 percent of Sovied domestic prow
dustion.® 12/ Hovever, Hungary azports to Osachoslovakia, Rumemia, Poland, amd
East Germany large quantities of the other products of its enginsering imdustry, l
and the domestie market absorbs perhape 20 porcomt of the output of the industry,

13 _not lilkatlw €h fICH 103 than & ot _of t oueLYs of tha

Laus 4% TOCUS TS

50

o The engincering industry of Poland, 1ike that of Hungary, is also
rot nearly a¢ large as thoso of Csschoslovnkia and Fast Germany, vor is it gearod
to an emport market 1iko that of Bungery. Tt is true that most of the production
of the transportation machinery 15/ and the shipbullding 16/ industrics wemt to
the USSR, But Poland is iteelf dopendent upon other members of the Hloc for aboul
one~holf of its roquirements of capdtal goods 17/ and Mg fmporting a considerable
portion of ite requirements of capital poods f¥om the Soviet Hloe,® 18/ thile

the material in the contribtution to NIR-33 is mot conclusive, it appears that Polamd
in 1950 togg then 50 nerpomt of the total annpal out e of

f its engincewing

{5) Gonelusiqns,

It appears safe to conclude that gomsiderably less than one-half of
the combined outpui of the Setollite enminocering industries vent to the in
_ngg. The corract figure probably lies closer t6 ome-third than to obe-hoif,  Of
the two major engineering industrics in the Satellites, those of Czechoslovakia
end Fngt Germany, the proportions of the output going to the USSR arc » Pospectively,
of tho order of one-tenth and onsehglf. FPossibly onc-half of the culpat of the
Hongarian engineering industry went to the USSR, but aimost certainly less tham
this proportlon went to the Soviet Umion from Poland,

¥ thile this was eertainly not the case, the upmard bias in the estimate resulting
fron the adoption of this assuption may only balance the doumverd bas produced
by neglecting the @ifferent valucs of the DM, The ORR comtribution to NIE.33 did
not systematieally convert DM to dollar walues, -
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2, *ﬁ appears to have been partly justified in questioning the accuracy
- of ray steal production figures in B of NIZ»33.%# (ER apalysts have

revised upward thelr estimate of raw steel production for 1950, They now
estimto that production to lie in the range of 25,3 to 27.3 million motrie
tons, Howevor, the CBR amnlysts belicve that thoir original estimate of 1950
ray stecl production in the European Satelliteos e 6,84 million tons — 1s the
correct ome, The (RR figure twenke dowm as follouss

1950 Production of Rav Steol by the Buropeen Satellites

East Germany

Czechoslovakia ' 2,600
Polamd . 2,220
Romania 0,250
Total - | 6,&9;'

25X1C :

3. -requeata for svidence to suppor: other seononic cptimates appearing
in HIB-39 can in part be satisfied,

0 25X1C  a, I roquestet avidenco for the statenents in phs 1, avd 24 of
NIE-33 coneerning ths Council of Bsonomic lMxytuol Asalstance {CEMA).#* A &rafh of
the workiag paper on CEMA which provided the basls for these statements in NIE.33

25X1C is attached The paper is in lerge measure speculative,
sinca supporting data are « The statement in NIE.33 that CEMA ig an
Roffective control mochaniam®™ overstates the case developed in the working paper.

% Ve consider that Sovist and Satellite stosl productiom has heen undore
estimated at 25.4 and 6.8 miliion tons respectively. Our own estimates are 8.3
and 27.3 million tons,”

25X1C
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Tt would have been more acourate to state that CEMA 1s ono of the instruments
by waich the USSR attaupts to establish effective control over the Buropesn
Satellite ecconomies, : :

b - uosted evidence to support the statement in NIB.33 (pevagraph
20) that ther%SB uses Satelllte chamels to acquire eriticel moterials and
equirment from the West for its own imdustries,® Thero is at least one
raference in the USR contribition to NIE.33 which temde to euppoit the state-
ment: "The imporiance of Goxman interzomal trade to the USSR is indlcated by
an estimate that Srom 60 to 70 percent of West Gorman dellveries to East
Germany are destined for the Sovist Unlon," 20/ Trade cwelysts ia GR doubt
that the figure quoted (60 to 70 percemt) is acowrate, unless it includss
matorials used in Bast German indnstries which are working for the USSR, s
pogards the extent 4o whlch the Satellites procure scarce materials from the
West for uce in Soviet industyy, thare is g difference of opinion among THR
snalyste, OFR did mot and does not have at hend embugh evidence to decide the
5, -1‘ csted avidense for the estimates in Appendiz B of HIT.33 for
certain cmeéimtiw, listed bolow, cach with the primary (BR sowse for the
astinpio mede on the commodities,?# S

8, BAheasives, A published CIA gtudy on abwasives provided the basis for

the estimate in BIE-33, CIA records do not indicate that this document was
sent [NNEGzG % o be furniched NG | 25X1C

b, Eleotron T 3 Hoavy Hlectrical Machinery, The respensible GRR
arelyst suggests that the evd 3 A 4s bost govared in twe UHR
raparts, vhich are now belng processed for publication, 24/

e, Cheplcals: Amvorda, Chlovins, Carbide, Sulphuric fcid, and Synthetie
Rubbar. The estimates made for these eommoditi N1 wers derived from

] T3 : !
Working papers prepaved by the (RR chemicale analyste as studies of the chanical
industry in ooch of the Saitsllite coumtries, Workimg papers subseguently
conploted on Sovie? produstion of eoke chemicals, coustic soda and chlorine, and
synthetic ammonia were sent._zé Tt would be diffieult ot this time
to have additicmal woricimg papers odited for seittcl I i ony ovant,
ths estimates contained 4n NIE.33 have been supersefied by moro reesrt studies, ogx1C

, b :
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